CORPORATE ™ 


Hampton Court Resources Inc. is a multi-national company pursuing 
exploration and development of natural resources. 


| The Company is focused on several projects with large resource potential: 
natural gas in Oklahoma/Arkansas and Southern Texas and the 100% owned 


Primera Fortuna Gold Project in Ecuador. 


_ Hampton Court Resources Inc. is listed for trading on The Alberta Stock 
Exchange under the trading symbol: HCR 
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SPECIAL & ANNUAL GENERAL MEETING 


HCR is currently involved in negotiations aimed at raising the capital required 
to fund the Primera Fortuna Gold Project, Ecuador and the Arkoma and South 
Texas natural gas projects. The outcome of these negotiations may result in a 
material change in the share structure of the corporation, requiring 
shareholder approval. The Company has therefore elected to delay 
establishing the date of our Annual Meeting until the outcome of these 
discussions is clarified. HCR anticipates that a Special and Annual General 
Meeting of the corporation will be held in July or August 1999. All 
shareholders will be notified of the time and place when the final date is 
selected. 
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® independent evaluation confirms HCR’s discovery of placer gold 
mining district with multi-million ounce potential 


m™ purchase of drills to expand testing program and prove 
reserves 
m 16 potential mine sites indicated at year end 


™ testing establishes resource base of 148,000 ounces 
of fine gold to end of 1998 

® pilot-mining commences at Primera Fortuna #1 
Mine in April 1999 


m Ecuadorian government grants five mineral explo- 
ration concessions to the Company in March/April 
1999 doubling size of Primera Fortuna Gold Project to over 
300 square kilometres 


ARKOMA BASIN 


74,000+ acres acquired to date 
two wells tied-in and producing 


38 prospects identified to date 
17 prospects ready to drill 
two wells scheduled for drilling in spring 1999 


SOUTH TEXAS 


™ targets identified 
™ land acquisition underway with one well 
scheduled for drilling in first half of 1999 
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We, at Hampton Court Resources, are proud of our 
progress throughout 1998 which can best be described as 
a transitional and pivotal yearn Our past year of operations 
was marked by significant headway toward a truly 
diversified multi-national resource company. 

Several important achievements, as well as some 
inevitable delays characterized our progress. Facing the 
most difficult natural resource market in recent memory, 
HCR was able to independently raise over Cdn $4 million 
through a combination of equity and debt financing. Sound 
management and strategic allocation of these funds allowed 
exploration and land acquisition to continue through 1998 
and early 1999 on our major 
projects. Asa result, HCR 
discovered a previously undocu- 
mented placer gold mining 
district in Ecuador with multi- 
million ounce potential that will 
forever change the face of the 
Company. 


MINING - PRIMERA 
FORTUNA GOLD PROJECT 


The Primera Fortuna Gold 
Project in Ecuador presents 
exciting potential for HCR. In less 
than two years the Company has 
established an Ecuadorian 
subsidiary company, acquired lands, engaged an 
independent consultant and fully staffed a corporate office 
in Quito and a field office in Tena. HCR has discovered, 
obtained, mapped, surveyed, tested, evaluated and 
documented a world-class placer gold mining district. Our 
independent consultant has verified that introductory 
exploration drilling to the end of the year has developed a 
resource base containing |48,000 ounces of fine gold. The 
Company has now removed significant risk from the 
project as the value of this initial resource base has 
surpassed all capital expended on exploration in Ecuador 
to date (Cdn$2.8 million). HCR steadfastly believes this 
project has enormous future potential through ongoing 
exploration. In order to maximize shareholder value, the 
Company has maintained 100 per cent interest of the 


R.A. McPherson President 


SHAREHOLDERS 


Primera Fortuna Gold Project during the exploration stage 
and does not intend to entertain offers from other mining 
companies until such time as it believes it is beneficial to 
our shareholders. 

Hampton Court anticipates 1999 will be tts break- 
through year as the Company establishes significant cash 
flow from the Primera Fortuna #1 Mine. The mine is 
designed to produce 50 ounces of gold per day once the 
| 15 cubic metre per hour processing plant is running at 
optimum capacity. This mine will serve as a test case for 
multiple mine sites over the broad expanse of our 
concessions, as well as financing the ongoing evaluation of 
this exciting project. 
Environmental assessments, 
exploitation permit 
applications and preparation 
of production facilities are 
currently underway and 
production is slated to begin 
in 1999. 

Concurrently, evaluation 
of the balance of the project 
area Is ongoing. The 
evaluation stages range from 
mapping and surface sampling 
through to drilling and test- 
pilot mining. Due to El Nino 
and its after effects, progress 
was slowed in 1998 and first 
quarter of 1999. However, it 
was HCR’s goal to test the 
weather conditions to 
determine if year-round 
mining was realistic. Although we found that environmental 
factors need to be considered in our economics and 
planning, it is indeed possible to mine throughout the year 
on most areas of our concessions. 

A designated area of interest was established at the 
outset of the project in late 1996. Since that time the 
Company successfully acquired over 90 per cent of lands 
within this area. (A map outlining HCR’s mineral 
concessions is located on page |0.) Throughout the 
coming year, HCR will allocate a significant portion of its 
budget (US$2.5 million) to exploration, evaluation and 


66 HCR’s gold discovery in Ecuador will forever 


change the face of the Company. 9 9 


development of all concessions to further define the gold 
potential of the project. Based on knowledge acquired 
through pilot-mining, a second mining site will be 
considered to increase production and cash flow. As well, 
the Company expects to significantly increase reserves 
throughout 1999 with ongoing exploration. 

In early 1998 HCR doubled the initial size of the 
Primera Fortuna Project. This led to rapid expansion of 
operations in both Canada and Ecuador, adding many 
new members to our team of experts. Our employees 
turned every challenge into a learning 
opportunity and they deserve full credit for 
progress made during the Company's 
remarkable year of exploration and discovery. 


NATURAL GAS 


With the general downturn in 
the resource market in the 
past year, the strategy of the 
Company in 1998 was to 
significantly increase our land 
base In the Arkoma and South 
Texas Natural Gas Projects. 
The Company, along with tts 
joint venture partners, kept a 
low profile in order to acquire 
long-term leases at all-time 
low prices. At a time when 
gas prices are forecast over 
US$3 per mcf in autumn 1999, HCR is poised to 
commence a multi-well drilling program on both the 
Arkoma and Texas Projects. 

Arkoma Basin, Oklahoma/Arkansas: At 
the end of first quarter 1999, the joint venture partners, 
each with a 25 per cent interest in the Arkoma Natural 
Gas Project, had purchased over 74,000 acres of land and 
tied-in two producing wells. The planned multi-well drilling 
program was delayed in 1998 due to the decision by all 
joint venture partners to pursue drilling capital from a 
third party, on a prospect-by-prospect basis, to reduce the 
costs to the original joint venture partners. Third party 
funding was finalized in early 1999 for two, high-potential 
shallow wells scheduled to be drilled in spring 1999. 
Information from these two wells, combined with 


fundraising efforts in 1999, will dictate the direction the 
Company takes with respect to future drilling. The factors 
that led to HCR’s participation in this project remain in 
place. With the upturn in natural gas markets and prices, 
the Company believes future drilling programs will confirm 
the forecast potential. 

South Texas: HCR added an exciting new 
property to our inventory in 1998 with its commitment to 
the South Texas Natural Gas Project. The Company 
maintains varied interests in the project lands that include 
both shallow and deep prospects. Land 
acquisition in the area of interest is hotly 
contested by other oil and gas companies 
due to the tremendous success of 
previously drilled wells. Due to the 

competitive land situation, HCR has 
entered into a confidentiality agreement 
with the major partner in this project. 
Therefore, the Company will not be 
divulging details of this project until such 
time as they are of a material nature. 
Drilling is expected to commence on a 
high-potential prospect prior to the end 
of June 1999. 


HCR 2000 


With the onset of production in 1999 the Company 
expects to advance both the mining and oil & gas 
divisions and maximize the value of all projects 
currently underway. We look forward to continued growth 
and profitability in 1999. HCR's evolution is a result of 
sound management practices, prudent financial strategies 
and perseverance. We are committed to deliver 
shareholder value in all of our endeavours in the coming 
year and beyond. On behalf of all our employees, 
management and directors, we thank you for your 
continued support. 


Ty eer 2 Ge 


R.A. McPherson 
President 
April 29, 1999 


6 6 With the onset of production in 1999 the 
Company expects to advance both the mining 
and oil & gas divisions and maximize the value 
of all projects currently underway. 9 9 
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THE LANDS 


The Arkoma Basin Joint Venture is a wor 
class natural gas exploration project locate 
in the states of Oklahoma and Arkansas, 


all prospects identified to date ocone wo. } 
tcf (trillion cubic feet). Drilling will recom- 
mence in the second quarter of 1999. 


two wells onstream and producing wr 
cash flow covering HCR's 25 per cent 
share of the general and administrati 
expenses for Arkana Operating Cons 
pany ; 
one deep, high-risk, biore potential we 
was unsuccessful in the deeper zone. 
Up-hole potential remains viable _ 

38 prospects identified to year end an 
prospect generation is ongoing 
geologic staff prepared |7 prospects | 
for drilling 

Joint Venture partners pursued third. 
party financing, on a prospect-by- 
prospect basis, to fund drilling costs — 


prolific natural gas-prone Basin with 
extensive underexplored areas 

eastern portion of the Basin largely © 
ignored in the past due to low gas price: 
lack of gas pipelines and the absence 
force pooling regulations i 
new force pooling regulations, access 
gas pipelines and higher prices together 
with a strong demand for natural gas. 
have made the Arkoma Basin an excel- 
lent area for exploration — 

technology, including 3-D seismic, surfa 
geology and modern seismic repro 

ing gives the (on ee a oe , 
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i Py, 66 Two high-potential shallow wells are 
CO! ee | scheduled to drill in the Arkoma 
a, . Basin in the first half of 1999. 9 9 


THE PROSPECTS 
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66 The first well drilled in South 

Texas is located within one-half 

mile of a recently developed gas 
discovery and will test four 


. \\ potential pay zones.9 9 
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exploration and development costs 
for placer gold deposits are a fraction — 
of those expended by large mining 
companies on hardrock deposits. This — 
allows a junior resource company, such — 
as HCR, to participate in the pursuit of 
properties with significant gold potential 
at reduced cost 


DEPOSIT DEVELOPMENT COSTS 
COMPARISON 


$200,000,000 


: oe 
a lack of ofc 


$2,000,000 
Peete ; 6 6 HCR has acquired over 90% 

2s sa not he > capability to explore of the lands within the mining 

Hardrock Deposits posits = and luate placer deposits. HCR district. 9 9 
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MAPPING AND SAMPLING ALONG THE RIO JATUNYAG! 


DORIAN GOVERNMENT FOR AVAILA 
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Alluvial Floodplain 
Terrace Deposits 


Undifferentiated * * 
Tertiary Sediments Se eee : fo 
Bedrock 


Lode Vein 


Schematic geologic cross-section 2 go Id ino sediments oe to nee s Conces- 
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long history of gold production dating 
back to pre-Inca times 

over 200 known gold-bearing rivers 
abundant mineral resources not 
extensively exploited due to lack of 
capital and technology 

large exploration concessions avail- 
able from government at low cost 
qualified miners throughout the 

a 


geologic setting Is similar to a world- 
class placer operation in Bolivia and 
ideal for development of large placer 
gold deposits 

preliminary exploration confirmed 
immense volumes of gold-bearing 
sand and gravel 

relatively low overburden on the 
gold-bearing sediments 


c 


abundant water supply 

good infrastructure (population 
10,000) 

excellent access to concessions 
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Ecuadorian government wants to 
create 40,000 new jobs and increase 
mineral resource revenue to US$500 
million per year 
mining laws were revised in 199 | 
providing extensive incentives for 
exploration 
additional proposed changes to 
mining laws in 1999 would further 
stimulate exploration and develop- 
ment 
three per cent royalty on gold can be 
offset against income tax (one of the 
proposed changes to the mining laws, 
if passed, would be to reduce or 
eliminate the royalty entirely) 
four-year, |00 per cent amortization 
schedule for exploration and capital 
expenditures 
repatriation of profits without 
limitation 
foreign companies are not compelled 
to have Ecuadorian nationals as 
partners 
minerals may be sold anywhere In 
the world. The 500,000 ounces 
produced in 1995 were sold to: 
England 75 per cent, United States 
| | per cent, Germany 7 per cent, 
Switzerland 5 per cent and Mexico 2 
per cent 
once the bullion content has 
been established, payment Is 
instantaneous upon delivery 
and is made in the 

currency of the country 
to which the gold is sold 
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Realizing the significant potential of the 

Project from the outset, and the risks 

involved, HCR believed that a cautious, 

conservative approach to all aspects 

surrounding the Primera Fortuna Gold 

Project was in the best interest of the 

shareholders. Therefore, once 

the concessions were chosen 

and an area of interest 

designated, a step-by-step 

approach was taken to 

evaluate the project lands. 

|. Assembled a geologic team 
with local knowledge and 
extensive placer experience 

2. Contracted an independent 
placer gold expert to verity 
HCR’s results and provide 
future recommendations 

3. Commenced reconnais- 
sance mapping, surface sampling, 
trenching and test-pitting 

4, Selected internationally recognized 
laboratories in both North and South 
America to assay samples 

5. HCR's encouraging evaluation results 
were supported in a report issued by 
the independent placer gold expert 

6. Purchased drills in order to establish a 
three dimensional aspect to evaluation 
process with drill holes spaced at 
approximately 500 metres 

7.Combination of all test results re- 
vealed discovery of a previously 
undocumented placer gold mining 
district in Ecuador. This has been 
substantiated by the independent 
placer gold expert 

8. Information processed to December 
1998, indicated 16 initial mining 
targets. HCR selected one site for 
pilot-mining 


SEPTEMBER 1997 HCR rors A GEOLOGIC TEAM TO CONDUCT MAPPING AND SAMPLING ON CONCESSIONS. INDEPENDENT IS CONTRACTED TO VERIFY RESULTS DECEMBER 
IS AWARDED THREE ADDITIONAL CONCESSIONS BY THE ECUADORIAN GOVERNMENT. PROJECT AREA INCREASES 10 183.37 SQ. KM FEBRUARY 1998 Initia. inpePeNDENT 
MANAGEMENT'S VIEW THAT PROPERTIES HAVE TREMENDOUS POTENTIAL APRIL 1998 Two DRILLS PURCHASED AND HOR: EXPANDS WORK FORGE AS DRILLING PROGRAM COMI 


9. HCR prepared for pilot-mining in ' 
spring 1999 to determine all factors 
associated with production of gold 


It is essential to thoroughly evaluate all 
project lands to ensure prospective — 
economic areas are not overlooked. 
Testing procedures are at different 
stages across the vast expanse of the 
concessions. 


HCR's pilot-mining operations on the: 
Chumbiyacu River, the final stage in the 
evaluation procedure of these particular 
lands, are being conducted on a small 
scale. The Company believes this 
course will result in increased 
productivity and efficiency. 


mapping and 
surface sampling 
trenching and 
test-pitting 
commence 
drilling program 
independent 
verification of 
practices and results 
obtain additional lands if ’ 
testing supported expansion of the 
project area 


~ HCR has identified a resource bi 
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148,000 ounces of fine gold | 
holes drilled to year end. Dr 
limited to a fraction of the conce 
lands and the Company expects. 
resource base to increase as oO! 
testing results are evaluated and 
The following details the prog 
achieved in 1998: 


_ Mapping and Sampling: 
mapping and surface sampling 
completed on approximately — 
square kilometres Ss 

— Trenching and Test-Pitting: 2 
based on initial mapping and sar 
higher interest areas were trencl 
and test-pitted -* 

~ Drilling: an aggressive drilling — 
program commenced in April 
Sixty-eight holes had been dril 
the end of first quarter 1999. 
progress was hampered by bot 
and unusually inclement weath 
to El Nino. ¥ 

_ Independent Verification: H 
received reports substantiatin 

of all activities to year end 19 

_ Additional Conces 

based on the signific 

potential of the P 

Fortuna Gold Pi 

the Company 

for and was gran 
five additional 
concessions in 

April 1999 


Meri additional targets as testing r 
indicates E> 


@ at Primera 
proceed with 
lffinance contin- 


ing on other 
d by test data 


advantage was a key 
ampton Court's 

cer gold mining. 
land occurs 


lamation plans, are 
commencement 


tions will involve: 
soil to be used in 
of the mined- 
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- digging out the gold-bearing gravel 
and mechanical washing, sorting 
and screening to recover the gold 
and black sand concentrates 
discharging silty wash water to 
settling ponds that will be reclaimed 
after mining is completed 
ré-depositing sand and gravel into 
the mined-out areas once the gold 
has been removed 

involving surface land owners in the 
reclamation process 

quick re-vegetation of reclaimed 
areas. Re-growth is apparent within 
weeks and full growth is achieved 
within months due to the hot, 
sunny climate and abundant rains in 
the area 
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HCR will not prevent local residents 
from panning for gold on our conces- 
sions. This has been a traditional 
practice of the indigenous people for 
over 400 years and does not in any 
way affect the economic viability of 
the project. (For safety and security 
reasons access to mining sites Is 
restricted to authorized personnel) 
the Company intends to mine in 
unpopulated areas; however if the 


need arises, HCR will work with local 
residents to ease temporary 
relocation 


the Company ts able to offer employ- 
ment to landowners during both the 
testing and reclamation stages. 

During reclamation, HCR is able to 
contribute to the community by using 
our equipment and personnel to help 
residents in their reclamation goals 
(i.e. level property to better suit 
farming operations, drill water wells 
for community use; these terms are 
agreed upon prior to executing 
surface access agreements) 


the Company is committed to 
working with the government and 
people of Ecuador to achieve the 
responsible development of their 
natural resources. HCR will respect 
the distinct culture and traditions of 
the people of Ecuador 

the Company will not test or mine 
any areas containing virgin rainforest 
HCR will not introduce any foreign 
substances into the environment 


HCR is committed to following the 
highest standards possible with respect 
to environmental protection during the 
testing and production stages of the 
Primera Fortuna Gold Project. 
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“FORTUNA PROJECT 
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PILOT-MINING AT PRI 


FORTUNA #1 MIN HCR will continue to map, trench and 


test-pit these deposits in advance of 
mining 

gold- eesine Mera Formation 
sediments on the adjacent highlands 
are currently being channel-sampled 
and test-pitted in the vicinity of the 
mine site. Successful test results from 
sampling the Mera will lead to a 
dniling program to expand the 
gold resource base 


experiencing economic 

+ difficulties, the country ts 

“* widely known as a safe 

nation with the longest 

Standing democracy in 

South America 

secunty is of pnmary 

importance to HCR and 

the best sats ods available 

will be utilized to 
protect both the 

natural and human 


resources of the Project 

HCR's security plan has been 
developed based on other successful 
mining operations 

in order to protect the shareholders’ 
investment and safeguard personnel, 


ung 
of the 115 cubic 

ir processing plant 

= gold recovery) 

jence and 

for additional 

to mine more 


although Ecuador is currently 


HCR will not release any sensitive 
information with respect to the 


security plan 


Base Cam hi under construction at Primera 
Fortuna #1 Mine 


complete geologic evaluation o 
HCR’'s eleven concessions 
obtain final concession currenily 
under application 

purchase additional drilling equip- 


ment and dnill all accessible lands on 


a minimum one-kilome 
unit to expand resourc 


determine priority of mining targets 


complete permanent facility, cur 
rently under construction at the 
Primera Fortuna #1 Mine site, to 
house all mining personnel and 
serve as a base camp for field 
geologists and dnil crews 

assess data from pilot-mining and 


commence optimum production at 


Primera Fortuna #1 Gold Mine 
expand pilot-mining 
program to other 
concession areas 
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The following discussion of the results of HCR’s 
operations should be read in conjunction with the 
financial statements of the Company and notes thereto. 
There have been no major changes in accounting 
policies during the period. 


The Company has active exploration programs 
encompassing the mining (gold) and oil & gas sectors. 
HCR conducts activities in Canada and internationally. 
Management and associates were successful in their 
funding endeavours and privately raised Cdn$4.4 million. 
Careful implementation of these funds allowed the 
Company to accelerate the evaluation of the Primera 
Fortuna Gold Project through the introduction of drill 
testing. HCR also continued with a land acquisition 
program for the Arkoma Natural Gas Project and 
entered into a new joint venture, the South Texas 
Natural Gas Project. 


ECUADOR 


During 1998, the main utilization of capital and 
manpower was dedicated to ongoing evaluation of 
HCR’s Primera Fortuna Gold Project. After raising 
significant capital in difficult equity markets, HCR 
purchased two churn drills in the first half of 1998 and 
exploration drilling began in earnest. By year end, 862 
metres (48 holes) were drilled. Field geologists 
continued mapping and sampling our concessions, 
including the three additional concessions, totalling 
183.37 square kilometres awarded to HCR in late 1997. 


Throughout the year HCR utilized the services of an 
independent consulting firm known for its proficiency in 
placer gold evaluation. All work performed by HCR 
employees conformed to the strict guidelines set by the 
placer gold consultant. The expert conducted 
corresponding tests to reach independent conclusions 
when reporting to HCR. 


Verified assayed samples from all types of testing (drill, 
bulk, surface) totalled 2,200 to year end 1998 and 
support HCR’s contention that the Company has found 
a previously undocumented placer gold mining district. 
The independent consultant fully upholds the Company’s 


position and has issued three reports to date outlining the 
start of an extensive gold resource base (currently 148,000 
ounces of gold). 


Based on these results and the considerable upside 
potential to enhance overall project economics, the 
Company intends to place on production at least one of 
16 potential mining targets identified thus far. Further, 
HCR is proceeding with a pre-feasibility study for 
evaluation of the economic potential of the gold-bearing 
terraces along the Jatunyacu River floodplain (or valley). 


HCR has taken a very conservative approach on this 
project in its efforts to protect the Company and its 
shareholders. HCR has witnessed other companies 
experience considerable difficulties in recent years when 
outside pressure forced premature announcements of 
exploration results. Management felt it was essential to 
have all our initial exploration results independently 
verified by a placer gold expert before releasing 
information to our shareholders. 


The expert chosen by HCR is conservative and therefore 
we are confident the information we relay to our 
shareholders is fair and accurate. The data will also 
withstand the due diligence of any outside parties, whether 
they be analysts qualified to review placer properties or 
mining companies seeking large-volume, low-cost reserves. 
Although these safeguards add substantial cost to the 
project and prolong the reporting process, it is 
management’s view that all possible steps must be taken to 
maintain the integrity of the Company. 


HCR has funded the cost of exploration through equity 
financing (and a recent convertible debenture). Since the 
early stages of this project, HCR has received offers of 
working capital in exchange for joint venture participation 
in our project. The Company has declined all offers thus 
far believing the project has the potential of significant 
reserves. HCR intends to maintain sole ownership in 
these properties until we have fully evaluated their 
potential. 


Due to our massive land holdings and our role as exclusive 
owner/operator, our shareholders must be prepared for a 
significant time commitment on the Primera Fortuna Gold 
Project. It will take more capital to bring additional mines 


on production and continue the extensive drilling 
program needed to document reserves. However, once 
the first economic mines are in place, the project will 
become self-financing. We believe we have only scratched 
the surface of the potential that exists on our 
concessions. On behalf of our shareholders HCR intends 
to persevere until that potential is fully maximized. 


UNITED STATES 


The Company began 1998 involved in one large-scale 
natural gas joint venture project (Arkoma Basin) and 
committed to a second natural gas joint venture in South 
Texas before year end. 


In 1998, we significantly expanded our land position of 
natural gas properties at reasonable cost. At year end 
our aggressive land acquisition program yielded over 
74,000 acres in Oklahoma/Arkansas. Thirty-eight 
prospects have been identified to date and |7 of these 
are ready to drill. 


The Company successfully completed and tied-in two 
wells in the Arkoma Basin, cash flow from which covered 
the Company’s 25 per cent share of the U.S. operati 
company’s general and administrative expenses (, \ 
Operating Company). A deep, high-risk, high-potential 
well was unsuccessful. 


The joint venture partners in the Arkoma Basin Project 
are actively seeking a third party to advance drilling costs 
in exchange for an interest in the project on a prospect- 
by-prospect basis. This will eliminate risk to HCR while 
maintaining an interest in the project. It is expected that 
wells will be drilled in the first half of 1999. 


The Company is currently involved in land acquisition on 
its South Texas Natural Gas Project. Drilling is expected 
to commence in the second quarter of 1999. 


GENERAL AND ADMINISTRATIVE 
General and administrative costs include corporate office 


expenses related to the overall management of the 
business which are not part of direct operating costs. 


The Company maintains three offices and participates in 
the costs of two joint venture offices. Offices are 
located in Calgary,Alberta and Quito and Tena, Ecuador. 
Arkana Operating Company maintains offices in both 
Calgary and Tulsa, Oklahoma. 


It should be recognized that the Company is the sole 
owner and operator of the international Primera 
Fortuna Gold Project in Ecuador and therefore does not 
share any general and administrative costs with other 
parties. However, general and administrative costs for 
Arkana are split, with HCR responsible for 25 per cent 
and the other joint venture partners paying the 
remaining 75 per cent of the costs. 


Total sum of general and administrative costs was 


_ $628,783 in 1998 compared to $211,610 in 1997. The 
_ increase is attributable to substantially expanded 


activities requiring the addition of operational staff and 
consultants in Canada, U.S. and Ecuador. The Company 
currently employs seven people in Canada and 25 in 


Ecuador, not including casual or part-time employees. 
_ The Company also employs experts and consultants on 
“an as-needed basis in all countries where it is active. 


The Company's U.S. subsidiary, Hampton Court 
Resources Corp., owns 25 per cent of the Arkana 
Operating Company, which oversees all operations for 
the Arkoma Basin Natural Gas Project. Arkana employs 
a varying number of people in Canada and the U.S. as 
required to deal with the fluctuating needs of the 
project. 


LIQUIDITY AND CAPITAL RESOURCES 


HCR’s long-term financial success is dependent upon 
economic gold production from its first mine in Ecuador, 
the magnitude of the reserves the Company can prove 
on its Primera Fortuna Gold Project, the success ratio of 
natural gas wells drilled on both its Arkoma and South 
Texas natural gas projects, and the Company’s ability to 
raise funds for required capital expenditures. 


As at December 31, 1998 the Company had cash and 
cash equivalents of $572,691. The Company is 
endeavoring to raise sufficient capital to implement all 
exploration and development plans proposed for 1999. 
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DiscUSSION AND ANALYSIS 


HCR is confident, based on successful efforts in the past 
three years, that capital funding will be in place before 
the end of second quarter of 1999. However, if for any 
reason this financing is delayed, cash flow from the 
Primera Fortuna #1! Mine, as currently equipped, should 
be capable of funding basic exploration and development 
of the overall Primera Fortuna Project and meet all 
corporate obligations until such time as additional 
funding is obtained. 


The Company has a demand bridge loan in place. 

It bears interest at prime plus two per cent, is 
collateralized by assets of the Company and personally 
guaranteed by the two officers of the Company. The 
loan is reduced by $10,000 per month. It is the 
intention of the Company to make a final lump sum 
payment of $140,000 to be paid on June 30, 1999. The 
Company expects to retire the debt in full with 
proceeds from the financing currently being negotiated. 


HCR raised Cdn$1 million through a Convertible 
Debenture in 1998. Interest is 10 per cent per year and 
payable quarterly. In the event HCR’s stock trades over 
$2.00 for 30 consecutive trading days the investment 
automatically converts to common stock at $1.30 per 
share. The Debenture expires on November |, 1999. 


BUSINESS OPPORTUNITIES AND RISKS 


HCR is engaged in exploring business opportunities in 
Canada and internationally. The Company is exposed to 
a number of risks inherent in its pursuit of oil, gas and 
precious minerals. These risks include: 


Exploration and Development: Exploration and the 
development of natural resources involves risk that a 
combination of careful evaluation, experience and 
knowledge may not eliminate. HCR employs a number 
of highly skilled, experienced and capable individuals in all 
areas of operations in an effort to achieve the highest 
possible level of success. 


Security: Security issues come to the forefront once 
gold production commences. The safety of our staff and 
the protection of our shareholders’ investment is of 
paramount importance to the Company. All conceivable 
steps have been taken to ensure this risk is alleviated as 
much as possible. HCR has engaged an international 
consulting company, specializing in mining security, to 
review our operations for possible improvement and to 
provide necessary training for employees. For the 
protection of the project and those involved no further 
information will be made available to the public. 


Environmental: Protecting the environment from 
unnecessary or permanent damage is a concern for both 
the Company’s management and its employees. HCR 
endeavors to exceed environmental regulations by 
striving to return all exploration and development areas 
to their original state. The Company ensures a 
heightened degree of care is undertaken in all our 
operations and since its incorporation in 1993, Hampton 
Court Resources has never had an environmental 
incident. 


To the Shareholders of 
Hampton Court Resources Inc. 


We have audited the consolidated balance sheets of Hampton Court Resources Inc. as at 
December 31, 1998 and 1997 and the consolidated statements of loss and retained earnings (deficit) 
and changes in financial position for the years then ended. These financial statements are the 
responsibility of the company’s management. Our responsibility is to express an opinion on these 
financial statements based on our audits. 


We conducted our audits in accordance with generally accepted auditing standards. Those standards 
require that we plan and perform an audit to obtain reasonable assurance whether the financial 
statements are free of material misstatement. An audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by management, as well as evaluating the 
overall financial statement presentation. 


In our opinion, these consolidated financial statements present fairly, in all material respects, the 
financial position of the company as at December 31, 1998 and 1997 and the results of its operations 
and the changes in financial position for the years then ended in accordance with generally accepted 
accounting principles. __ 


Puetnbdirhevaerplrs LLP 


Chartered Accountants 
Calgary, Alberta 
April 29, 1999 
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Dec. 31, 1998 Deco3 11997 


JASSETS 
CURRENT ASSETS 
Cash $ 572,691 $ 181,820 
Accounts receivable - Note 3 344,407 219,024 
917,098 400,844 
PRE-PRODUCTION COSTS - 11,446 
INVESTMENTS - Note 4 555,569 3713537 
PROPERTY, PLANT AND EQUIPMENT - Note 5 6,080,765 3,402,881 
$ 7,553,432 $ 4,186,708 
LIABILITIES AND SHAREHOLDERS’ EQUITY 
CURRENT LIABILITIES 
Demand bridge loan - Note 6 $ 190,000 $ 200,000 
Accounts payable and accrued liabilities 73,927 415,245 
Due to related corporations - Note 7 33,055 35,07] 
Due to shareholders - Note 8 12,675 46,702 
Long-term debt due within one year - Note 9 - 35,000 
Convertible Debentures - Note 10 945,000 - 
1,254,657 732,018 
SITE RESTORATION 9,600 5,600 
SHAREHOLDERS’ EQUITY 
Share capital - Note I | 7,253,943 3,644,557 
Deficit (964,768) (195,467) 
6,289,175 3,449,090 
See accompanying notes $ 7,553,432 $ 4,186,708 


APPROVED BY THE BOARD 


Meckut G mn oo k$Kut 


R.A. McPherson, Director D.M. Rud, Director 


ID RETAINED E, 


RNINGS (DEFICIT) 


Year Ended Year Ended 
Dec. 31, 1998 Dec. 31, 1997 
REVENUES 
Oil and gas sales, net of royalties $ 195,887 $ 181,776 
Alberta royalty tax credit 22,600 22,361 
Interest and other 5,704 10,016 
224,191 214,153 
EXPENSES 
General and administrative 628,783 211,610 
Depletion and depreciation 119,008 96,494 
Oil and gas operations 95,576 92,69 | 
Interest expense 24,679 6,505 
Amortization of pre-production costs 11,446 5,282 
879,492 412,502 
Loss before other income (expenses) (655,301) (198,429) 
OTHER INCOME (EXPENSES) 
Write down of investments (114,000) - 
Gain on sale of investments . 2 2N2 
Net loss for the year (769,301) (196,217) 
RETAINED EARNINGS (DEFICIT) 
Beginning of year (195,467) 750 
Deficit end of year $ (964,768) $ (195,467) 


For per share information, see Note |7 


See accompanying notes 
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SITION 


Year Ended Year Ended 
Dec. 31, 1998 Dec. 31, 1997 
OPERATING ACTIVITIES 
Net loss for the year $ (769,301) $ (196,217) 
Non-cash items: 
Depletion and depreciation 119,008 96,494 
Amortization of pre-production costs 11,446 5,282 
Writedown (gain on disposal) of investments 114,000 (2,212) 
(524,847) (96,653) 
Net change in non-cash working capital: 
Accounts receivable (125,383) (161,933) 
Accounts payable and accrued liabilities (341,318) 303,670 
(991,548) 45,084 
FINANCING ACTIVITIES 
Increase (decrease) in due to shareholders (34,027) 15,593 
Increase (decrease) in due to related corporation (2,016) 69,625 
Repayment of reducing demand loan (35,000) (60,000) 
Issuance of convertible debenture 945,000 = 
Issuance of common voting shares 
(net of share issue costs) 3,609,386 1,719,286 
Advances from (repayment of) demand bridge loans (10,000) 200,000 
4,473,343 1,944,504 
INVESTING ACTIVITIES 
Property, plant and equipment additions (2,792,892) (2,013,304) 
Proceeds on sale of investments « 14,000 
Purchase of investments (298,032) (173,570) 
(3,090,924) (2,172,874) 
Increase (decrease) in cash during the year 390,871 (183,286) 
Cash, beginning of year 181,820 365,106 
Cash, end of year $ 572,691 $ 181,820 


See accompanying notes 


December 31, 1998 


NOTE | - NATURE OF OPERATIONS 


The Corporation is engaged in the exploration for and the production of oil and natural gas in 
Western Canada and the United States. The United States properties are considered to be in the pre- 
production stage. 


In addition, the Corporation is in the process of exploring its Ecuadorian mineral properties. The 
recoverability of the amounts shown for mineral properties is dependent upon maintaining title in the 
properties, the ability of the Corporation to obtain necessary financing to complete the development, 
and upon future profitable production. The amounts shown as mineral properties represent net costs 
to date, less amounts written off, and do not necessarily represent present or future values. 


In 1998 the Ecuadorian economy was adversely impacted by a number of factors including a drop in 
the international oil prices, the international financial crisis and the effect of El Nino. These facts have 
caused a reduction in the Ecuadorian gross national product, an increase in the fiscal deficit of the 
government of Ecuador, a signific rt depreciation in the Ecuadorian: sucre value and high domestic 
interest rates. The Corporation’s operations in Ecuador have been or could be affected by these 
conditions principally in the form of credit restrictions, limitations on withdrawals from bank accounts 
and the general recession:. However, it is the Corporation's belief that the risk factors described 
above have not materially impacted the Corporation to date. 


NOTE 2 - ACCOUNTING POLICIES | 


a) Basis of presentation 
These consolidated financial statements tee the accounts of Hampton Court Resources Inc. and 
its wholly-owned subsidiaries Hampton Court Resources Corp. and Hampton Court Resources 
Ecuador S.A. Investment in a jointly controlled corporation is accounted for using the 
proportionate consolidation method, whereby the Corporation’s proportionate share of revenues, 
expenses, assets and liabilities are included in the accounts. 


b) Investments 
Investments are recorded at the lower of cost and net realizable value with provision made for 
permanent declines in value. 


ie) 
— 


Property, plant and equipment 


Oil and gas properties 

The Corporation follows the full cost method of accounting for oil and gas properties. Under this 
method, all costs relating to the exploration for, and the development of, oil and gas reserves are 
capitalized on a country-by-country cost centre basis. Capitalized costs include those related to 
lease acquisitions, geological and geophysical activities, carrying charges of non-producing 
properties, costs of drilling productive and non-productive wells, and overhead related to 
exploration and development activities. 


Costs accumulated within each cost centre are depleted using the unit-of-production method, 
based on estimated proven oil and gas reserves. 


Proceeds from disposal of properties are normally deducted from the cost centre except when the 
disposition results in a significant change in the depletion rate in which case a gain or loss on 


disposal is recognized. 
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Costs of exploration in new cost centres, together with related property costs, are excluded from 
costs subject to depletion until it is determined whether or not proved reserves are attributable to the 
properties, or if impairment has occurred. 


The Company carries petroleum and natural gas properties for each area of interest at the lower of 
capitalized cost or net recoverable value. Net recoverable value is future net revenues from proven 
reserves plus unproved properties at cost less impairment, if any. Future net revenues are determined 
using unit prices and production costs in effect at year-end and include an allowance for future capital, 
site restoration and overhead costs, financing charges and income taxes that will be incurred in earning 
these revenues. 


Production equipment is recorded at cost and depreciated by the unit-of-production method based on 
estimated proven oil and gas reserves. Other equipment is recorded at cost and depreciated over 
estimated useful life. The rates in effect range from 20% to 100% reducing balance method. 


Mineral properties 

The Corporation is engaged in activities related to the acquisition of mineral claims, permits, 
exploration and development thereon, all expenditures relative thereto, have been capitalized on an 
area of interest basis. These expenditures are deferred until the properties are brought into 
production, at which time they are amortized on a unit of production basis, or until the properties are 
abandoned or sold or management determines that the mineral property is not economically viable, at 
which time the deferred costs are written off. 


d) Joint operations 
Substantially all of the oil and gas exploration and development activities of the Corporation are 
conducted jointly with others and accordingly these financial statements reflect only the Corporation’s 
proportionate interest in such activities. 


e) Site restoration accrual 
Estimated obligations of well abandonment and site restoration are provided for over the life of the oil 
and gas reserves using the unit-of-production method. The annual provision is expensed as depletion. 
Actual expenditures are charged to the accrual as incurred. 


f) Foreign currency translation 
The Corporation’s business is transacted in Canadian, United States dollars and Ecuadorian Sucres 
while the currency of display is Canadian dollars. The Corporation’s foreign operations are integrated 
and are included in the financial statement on the basis that monetary assets and liabilities are 
translated at the year end exchange rate, non-monetary assets and liabilities are translated at historical 
rates, and expenses are translated at the exchange rate in effect at the time of payment. Exchange gains 


and losses arising on translation of monetary items are included in the determination of the loss for the 
current period. 


Income taxes 
The Corporation follows the tax allocation method of accounting. Under this method, deferred 
income taxes are provided to the extent that income taxes otherwise payable are deferred by claiming 


lease acquisition, exploration, and development costs and capital cost allowance in excess of depletion 
and depreciation provided in the accounts. 


— 


g 


h) Flow-through shares 
Share capital includes the issue of flow-through shares. Under this financing arrangement, shares are issued 
at a fixed price and the resultant proceeds are used to fund exploration and development work on oil and 
gas properties within a defined time period. The exploration and development expenditures funded by 
flow-through arrangements are renounced to investors in accordance with the appropriate tax legislation. 


Oil and gas properties and share capital are reduced by the estimated benefits of the renounced tax 
deductions when expenditures are incurred. 


i) Per share information 


Per share amounts are calculated based on the weighted average number of shares outstanding during the 
year. Fully diluted amounts per share are not shown as there are no material dilution factors. 


NOTE 3 -ACCOUNTS RECEIVABLE 


1998 1997 

Trade $ 176,901 $ 179,630 
Other 40,506 39,394 
Employee loans 127,000 = 
$ 344,407 $ 219,024 


Employee loans are secured by personal guarantees with interest at prime plus 2% and due on demand. 
Subsequent to year end this account was reduced by $49,000. 


NOTE 4 - INVESTMENTS 
1998 1997 


Marketable securities having a quoted market 
value at December 31, 1998 of $360,599 


(1997 - $306,959) 7 $371,537 
Advances to a public corporation onvertible to 
shares of the corporation at $0.10 per share, ee 
plus warrants at $0.125, with no set terms of repayment eS Cok, - 
‘ 3 $55 S89 $371,537 
NOTE 5 - PROPERTY, PLAN 1/4N EQUA a 
a y Hecember 31, 1998 
Accumulated 
Depletion & 
Cost Depreciation Net 
Oil and gas properties $3,467,187 $ 252,000 $3,215,187 
Mineral properties - acquisition 236,777 : 236,777 
- exploration 2,359,994 - 2,359,994 
Production equipment 177,257 19,300 157,957 
Other equipment 128,932 18,082 110,850 
$6,370,147 $ 289,382 $ 6,080,765 


a 


December 31, 1997 
Accumulated 


Depletion & 
Cost Depreciation Net 
Oil and gas properties $ 2,313,450 $ 157,000 $ 2,156,450 
Mineral properties - acquisition 236,777 - 236,777 
- exploration 857,055 - 857,055 
Production equipment 142,052 13,300 128,752 
Other equipment Zig2a 4,074 23,847 


Ache el rer $ 174,374 $ 3,402,881 
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a) United States oil and gas properties 
In 1998, the Corporation spent approximately $1,003,000 (1997 - $1,070,000) on exploratory and 
developmental work on its Arkoma Basin Project and Cleveland properties in Arkansas/Oklahoma, 
U.S.A.. Activities in these areas are regarded to be in the pre-production stage and accordingly, all 
costs incurred in this cost centre have been capitalized. The recovery of these capitalized costs is 
uncertain at this stage and is dependent upon the Corporation completing the multi-year drilling 
exploration program to evaluate future reserves in this area and achieve commercial production in 
these areas. Revenues (net of related costs) in the amount of $11,550 (1997 - nil) were offset against 
capitalized costs during the year. 


b) Mineral properties 
In 1997, the Corporation was granted exploration permits for six mineral concessions in Ecuador. In 
the current year the Corporation incurred $1,502,939 (1997 - $955,987) on acquisition and 
exploration costs. All six exploration permits are for a period of two years and can be renewed by 
the Corporation, if it so chooses, for an additional four years (in two year intervals). The Corporation 
has engaged an independent expert to conduct a testing program and evaluate all six concessions. 
Subsequent to year end the Corporation was granted five additional concessions subject to the same 
terms as the initial six concessions. 


NOTE 6 - DEMAND BRIDGE LOAN 
The demand bridge loan bears interest at prime + 2% and is collateralized by investments with a book 


value of $340,562 and personal guarantees of the two Officers of the Company. The demand bridge loan 
is repayable in monthly instalments of $10,000 plus interest. 


NOTE 7 - DUE TO RELATED CORPORATIONS 
The amount due to related corporations, which are owned by the Corporation’s President and Vice- 
President, represent net revenues on account of joint operating activities and costs paid by the related 


corporations on behalf of the Corporation and services rendered by the related corporations and are 
unsecured, non-interest bearing and due on demand. 


NOTE 8 - DUE TO SHAREHOLDERS 


The amount due to shareholders is unsecured, non-interest bearing and due on demand. 


NOTE 9 - LONG-TERM DEBT 


1998 1997 
Reducing demand loan repayable at the rate of 
$5,000 per month plus interest at the prime rate of 
the bank plus 1%. - 35,000 
Due within one year - 35,000 
$ : $ - 


—————— 


The reducing demand loan was collateralized by a general assignment of book debts, a first charge 
demand debenture over all assets and assignment of material gas contracts. 


NOTE I0 - CONVERTIBLE DEBENTURES 


During the year the Corporation issued $1,000,000 of convertible debentures that bear interest at 
10%, are convertible at $1.30 per common share at any time at the option of the holder and mature on 
November |, 1999. The convertible debentures will automatically convert to common shares if the 
Corporation's shares trade at a price of $2.00/share or more for 30 consecutive days. The convertible 
debentures are collateralized by a floating charge on all the assets of the Corporation except for those 
currently assigned to the demand bridge loan (Note 6). 


The Corporation has split its convertible debentures between a debt component of $945,000 and an 
equity component of $55,000. The Corporation has calculated the debt component as the present 
value of the required interest and principal payments discounted at a rate approximating the interest 
rate that would have been applicable to an issuance of a non-convertible debt at the time the 
debentures were issued. 


NOTE I1 - SHARE CAPITAL 
a) The authorized share capital is as follows: 


Unlimited number of preferred shares, issuable in one or more series 
Unlimited number of common yoting shares 


The Directors of the Corporation are authorized to fix the number of preferred shares in each series 
and to determine the designation, rights, privileges, preferences, restrictions and conditions attached to 
the preferred shares of éach series. : 


b) Common Shares Issued eae 
Number of Shares Amount 


Balance December 31, 1997 [7,752,354 $3,644,557 
For cash upon the exercise of options 100,000 75,000 
For cash upon the exercise of warrants 574,900 1,149,800 
For cash under private placements 1,177,500 2,016,250 
For cash under flow through shares 242,857 425,000 
Convertible debentures (Note 10) - 55,000 
Share issue costs - (111,664) 
Balance December 31, 1998 19,847,61 | $7,253,943 
Balance December 31, 1996 14,785,685 $1,925,271 
For cash upon the exercise of options 1,300,000 130,000 
For cash upon the exercise of warrants 566,669 226,669 
In consideration for purchase of oil and gas data 100,000 75,000 
For cash under private placements | ,000,000 1,300,000 
Share issue costs - (12,383) 
Balance December 31, 1997 Lio 2354 $3,644,557 
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c) The Corporation established a directors’, management and employees’ stock option plan. Options 
issued and exercised under this plan are summarized below: 


Common voting shares under option December 31, 1996 | 400,000 
Issued January 29, 1997 50,000 
Issued February 14, 1997 1,150,000 
Issued February 20, 1997 50,000 
Issued December 29, 1997 50,000 
Exercised during the year (1,300,000) 
Options expired during the year (50,000) 
Common voting shares under option December 31, 1997 1,350,000 
Issued February 14, 1998 350,000 
Issued March I, 1998 200,000 
Exercised during the year (100,000) 
Common voting shares under option December 31, 1998 1,800,000 


180,000 options were granted to employees of the Corporation subsequent to the year end. 


NOTE 1|I2 - INCOME TAXES 


The provision for income taxes reflects an effective tax rate which differs from the basic income tax 
rate. This difference is accounted for as follows: 


Dec. 31,1998 Dec. 31, 1997 
Expected income tax recovery $(343,300) $ (87,500) 
Effect on provision due to: 
Non-deductible depletion and depreciation 2,500 1,200 
Non-deductible crown royalties and related payments 14,700 18,300 
Alberta royalty tax credit (10,100) (10,000) 
Resource allowance 32,700 (800) 
Other non-deductible expenses 1,000 1,000 
Non-taxable portion of capital gains - (200) 
Benefit of losses not recognized 302,500 78,000 
$ - $ 3 


At December 31, 1998 the Corporation had non-capital losses of approximately $425,000 carried 
forward for income tax purposes, the effect of which has not been reflected in these financial 
statements. If not utilized, these losses will expire on the following dates: 


December 31, 2000 $ 7,000 
December 31, 2001 6,000 
December 31, 2002 1,000 
December 31, 2003 86,000 
December 31, 2004 325,000 

$ 425,000 


sm 


At December 31, 1998 the Corporation had unamortized property and equipment costs for income tax 
purposes which exceeded the amount at which they are recorded for accounting purposes by 
approximately $203,000 (1997- $149,000). 


NOTE I3 - RELATED PARTY TRANSACTIONS 


Related companies controlled or influenced by the Corporation’s Directors were paid an aggregate of 
$121,132 (1997 - $56,460) for administrative, geologic, legal and consulting services. The related 


companies were reimbursed for time spent by their employees in the service of the Corporation in 1997. 


The President and Vice-President of the Corporation did not receive a salary in 1996, 1997 or 1998. 


The Corporation purchased marketable securities at market values in an aggregate amount of $128,500 
(1997 - $132,312) from companies controlled by the Corporation’s President. To accommodate the use 
of the flow through share financing, the Corporation purchased interests in oil and gas properties for 
$50,000 from a company controlled by the Corporation’s President. In addition, the Corporation 
purchased other equipment from a company controlled by the President for $80,480 (1997 - nil). The 
Corporation has had use of this equipment from 1996 forward at no charge to the Corporation. 


NOTE 14 - LEASE COMMITMENT 


The Company has leased its office premises on a three year term expiring June 30, 2001 with a minimum 
annual lease payment of $31,161. 


NOTE [5 - FINANCIAL INSTRUMENTS 


The Corporation's financial instruments recognized in the balance sheets consist of cash, accounts 
receivable, investments, demand bridge loan, accounts payable, accrued liabilities due to related 
corporation, shareholders, reducing demand loan and convertible debentures. The fair values of the 
financial instruments, except investments, approximate their carrying amounts due to the short-term 
nature of these instruments. The quoted market value of the investments is disclosed in Note 4. 


NOTE I6 - SEGMENTED INFORMA TION 
The Corporation is involved in two industry segments; one is the exploration, development and 
production of oil and gas properties in Canada and the United States, and the second being the 


acquisition and exploration of mineral properties in Ecuador. Geographic information is as follows: 


For the year ended December 31, 1998: 


Canada U.S.A. Ecuador Total 
Revenues Sy 2 925 $ 4,266 $ - $224,191 
Net (loss) earnings $ (622,196) $ (105,578) $ (41,527) $ (769,301) 
Identifiable assets $ 2,374,357 $ 2,482,564 $ 2,696,511 $ 7,553,432 
For the year ended December 31, 1997: 

Canada U.S.A. Ecuador Total 
Revenues Sel 2A $ 22,006 - $ 214153 
Net (loss) earnings $ (186,135) $ (55,998) 45,916 $ (196,217) 
Identifiable assets $ 1,486,730 $ 1,547,997 $ 1,151,981 $ 4,186,708 
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NOTE 1|7 - PER SHARE INFORMATION 


Year ended Year ended 

Dec. 31, 1998 Dec. 31, 1997 

Cash from operations per share $ (.05) $ 01 
Net loss per share $ (.04) $ (.01) 
Weighted average number of shares 19,069,025 16,667,434 


NOTE [8 - SUBSEQUENT EVENTS 


Subsequent to December 31, 1998, the Corporation completed a private placement for 500,000 shares 
totalling $650,000 (net of share issue costs) for further exploration of natural gas in the United States, for 
acquiring mineral claims and further mineral exploration in Ecuador and for general and administrative 
costs. 


NOTE 19 - UNCERTAINTY DUETO THE YEAR 2000 ISSUE 


The Year 2000 Issue arises because many computerized systems use two digits rather than four to 
identify a year. Date sensitive systems may recognize the year 2000 as 1900 or some other date, resulting 
in errors when information using year 2000 dates is processed. In addition, similar problems may arise in 
some systems which use certain dates in 1999 to represent something other than a date. The effects of 
the Year 2000 Issue may be experienced before, on, or after January |, 2000 and, if not addressed, the 
impact on operations and financial reporting may range from minor errors to significant systems failure 
which could affect an entity’s ability to conduct normal business operations. While the Company has a 
plan to address the Year 2000 Issue, it is not possible to be certain that all aspects of the issue affecting 
the Company, including those related to the efforts of customers, suppliers, or other third parties, will be 
fully resolved. 
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